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ECONOMIC INDICATORS (in millions US $) 


INCOME, PRODUCTION, EMPLOYMENT 1971 1972 Rate of 
Growth 
GNP at Current Prices Unknown 
GNP per capita, current prices Unknown 
Industrial Production ; 33.8 ; 
Avg. Industrial wage (per month) 64 3.2% 
Employment Unknown 

Unemployment Rate (%) Unknown 


MONEY AND PRICES 

Money Supply ; 63.6 
External debt ‘ Not Avail. 
Interest rates (organization)* See Below 


BALANCE OF PAYMENTS AND TRADE 

Gold and For. Exch. Reserves F 502 

Balance of Payments +17.9 

Balance of Trade -15.7 

Exports to U.S. , 0.04 
Imports from U.S. - 4.9 


* Interest Rates as of 1 Feb. 1973: 
Central Bank Discount Rate 
Commercial Bank Credits 
Ordinary Savings Acct's 
Fixed 24 month Acct's 


GOVERNMENT BUDGET FIGURES (in millions US $) 


REVENUES : 1971 1972 Est. 1973 Est. 
Customs and Excise Duties 35.24 36.64 37.8 


Registration Tax, Stamp Tax 2.49 2.24 5.5 
and other indirect taxes 

Direct Taxes 4,83 4,28 

Charges for services rendered 2.49 2.94 

Revenue from gov't property 1.11 4,31 

Miscellaneous 1.24 2.65 

Italian Budgetary Aid 1.92 1.92 
49.06 54,98 
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ORDINARY EXPENDITURE: 41.98 48.12 


7.08 6.86 


DEVELOPMENT PROGRAM: 14.2 45.5 
Source of Finance: 
Internal Sa 10.0 Ried 
Foreign 9.2 12.9 33.8 


Note: For comparative purposes all conversion to US $ at pre-DEC. 1972 rate, 
US $1 = 7.14 Somali Shillings (Dec. 1973 rate US $1 = c.6.2 Somali Shillings) 





SUMMARY 


Somalia is a nation of about 3 million people, most of whom are nomadic 
herders of animals or subsistence farmers. It is ranked by the United 
Nations among the world's 25 least developed countries. Natural resources 
so far discovered are very limited. The continuing search for oil has 

not yet been successful. The present revolutionary government is very 
much committed to economic and social development under the policy of 
"scientific socialism", but faces many problems. 


Export opportunities for the United States are restricted by the small 
size and limited sophistication of the economy, as well as by transpor- 
tation costs. About $5,000,000 of U.S. goods were sold to Somalia in 
1972; U.S. imports from Somalia are negligible. Investment opportunities, 
apart from oil exploration, are even more limited due to the political 
emphasis on government control of the economy. However, there is no im- 
passable obstacle to expanded trade, nor any absolute bar to private U.S. 
investment. 





CURRENT ECONOMIC SITUATION AND TRENDS 
General: 


The economy of Somalia is still based on nomadic herding of livestock, 
which constitutes the principal source of livelihood for about 60% of a 
total population estimated at somewhat over 3 million. Perhaps another 
20% are engaged in subsistence agriculture. Somalia is listed by the 
United Nations among the 25 least developed countries in the world. Rain- 
fall is very limited; and natural resources, in the absence of further 
discoveries, are scarce. In area, however, the country is relatively 
large in relation to its population; and there are some significant oppor- 
tunities for economic development, particularly in agriculture and fishing. 
There has been a continuing search for oil by several different groups, 
and interest is growing; but so far there have been no discoveries. 


Government Development Policy: 


The Government, headed by the Supreme Revolutionary Council, is committed 
to a policy of "scientific socialism" in order to cope with the many diffi- 
cult problems of developing a very underdeveloped country. The great bulk 
f public emphasis and encouragement is directed toward the public sector. 
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The public sector has expanded steadily since the present government was 
established in 1969. It now includes nearly all financial institutions, 
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utilities, and wholesale commodity trading, as well as most manufacturing. 
Government control is expanding in agriculture through the development 

of cooperatives and state farms. More recently, state trading agencies 
have established certain retail outlets for a wide variety of goods. 
However, some significant private business activities remain, including 
activities of foreign firms. International private enterprise plays an 
important role in the field of oil exploration. 


The government is currently preparing a Five Year Plan for the period 1974- 
1978, following on from the present Three Year Plan for 1971-73. It is ex- 
pected that agriculture and livestock will continue to receive priority 
emphasis. There will be some development of light industry to reduce imports 
of consumer goods and enhance the value of certain food exports, as well as 
to develop an industrial labor force and relevant management skills. In 
addition, education and health programs are important features of the overall 
plan, with major emphasis on the self-help concept throughout. 


As indicated below, Somalia continues to receive substantial amounts of 
foreign aid and has a significant ordinary budget surplus. The main limit- 
ing factors in economic development, apart from basic scarcity of natural 
resources, appear to be administrative problems and shortage of skilled 
manpower. Repayment of foreign debt will be a continuing problem in the 
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Foreign Aid: 


In relation to its population, Somalia continues to receive quite considerable 
amounts of foreign aid. Bilateral aid is mostly, but not entirely, from 
communist countries. Multilateral aid comes from various UN agencies, and 
from the EEC. Foreign aid is necessary for certain major infrastructure pro- 
jects, planned or already commenced. A 600-mile all-weather road linking 

the northern and southern parts of the country is being built with Chinese 
assistance. A major irrigation/hydroelectric project at Fanole on the Giuba 
River in southern Somalia is to be undertaken with Russian aid. A deepwater 
port for Mogadiscio was started in October 1973 with EEC and IDA assistance. 


National Accounts, Money, and Prices: 


There are no overall national statistics for GNP, and per capita statistics 
are not yet possible since no population census has been taken. The first 
census is planned for the end of 1974. Budget and trade figures indicate 

a moderate growth in the economy during recent years. Despite a trade 
deficit, foreign exchange reserves, amoun#" f about $33,000,000 at the end 
of 1972, continued to increase in 1973. This occurred because of the time 
lag in spending foreign aid loans received in the country. There has bee@m 
a Significant rise in domestic prices during 1973, although there are 


currently no official cost-of-living statistics. The government has attempted 
to counteract rising prices by subsidizing the retail price of certain 
consumer food staples, notably rice and flour. 


Government Budget: 


The Somali government continues to balance its ordinary budget, with a 
significant surplus left over for contribution to the development budget. 
While Italy continues to supply about $2 million in unallocated grant 
(budgetary) aid, the ordinary budget surplus has been three to four times 
larger than such aid for the past three years. The constraining factor 

on development expenditures up till now has been lack of managerial and 
absorbtive capacity, rather than financial shortfalls. The actual develop- 
ment budget expenditures for 1971 and 1972 were significantly less than 
those originally planned. It is not yet clear whether this will also be. 
the case for the 1973 estimated development budget. 


Livestock, Agriculture, and Fishing: 


Livestock continues to be the backbone of the Somali economy, providing 
the basic livelihood for some 60% of the people, who are nomadic herders 
of sheep, goats, cattle and camels. Live animals are the principal export 
of Somalia, with meat and hides also important. Together they account 

for over 60% of all exports. 





Agriculture is receiving the top priority in economic planning, in order 

to make the country self-sufficient in basic grains, mainly maize and 
sorghum, and also to increase production for agro-industry and for export. 
Bananas are the most important export commodity after cattle. Wheat, rice, 
tobacco, and cotton receive attention in the Plan. Much energy and enthusi- 
‘asm have been displayed in the various government "crash programs" in the 
agricultural field. There was excellent rainfall in 1972, but less in 


1973. 


Fishing is also an area of emphasis for government planners. Traditionally, 
the Somalis did not eat much fish; but the country has the longest coast- 
line in Africa, and there are thought to be substantial opportunities for 
fishermen. Several fish canneries, in operation or projected, could pro- 
vide significant exports. The UNDP in Somalia is giving significant sup- 
port to fishing development projects. There is a Soviet-Somali joint 
enterprise for offshore fishing, with the catch directly exported. 


Industry: 


Somalia has a small sector of light industry whose growth has not been 
rapid. Food processing plants which make products suitable for export 

are the most important type of enterprise. These include meat processing 
plants at Mogadiscio and Chisimaio, four fish canning plants on the north 
coast along the Gulf of Aden, and a tomato and fruit juice cannery at Afgoi 
near Mogadiscio. Attention is also being given to import substitution, and 
local factories have been built to make products such as textiles, soap, 

and cigarettes. A small iron foundry is planned for Mogadiscio. A 

cement factory has been under discussion. The small local market is a 
constricting factor in the efficiency of such import substitution factories. 


Trade: 


Somali exports in 1972 came to about $57 million, about 25% higher than in 
1971. Imports were about $72 million. The $15 million deficit was some- 
what smaller than that of the preceding year. Somalia's most important 
export market by far is Saudi Arabia, which received 53% of total Somali 
exports, mainly live animals. Italy received 18%, mainly bananas. Im- 
ports came most largely from Italy, 30%; then the USSR, 10%. 


Oil Exploration: 


Discovery of oil in quantity would, of course, revolutionize the Somali 
economy. Geologists feel the search is worthwhile, both on and off- 
shore, and interest is growing. However, there have been no discoveries 
yet, despite considerable exploration for over twenty years. Currently, 





four international groups, each with major U.S. participation, are active 
in Somalia. One is represented in the country by a U.S. operating company, 
Continental Oil. The other three groups are represented locally by French, 
German, and British operating companies, which are conducting exploration 
programs or planning to do so. 


IMPLICATIONS FOR UNITED STATES 


Note: New U.S. Government assistance to Somalia through USAID is pro- 
hibited by U.S. legislative provisions barring such aid to countries whose 
ships trade with North Vietnam and Cuba. However, USAID has a continuing 
cooperative relationship regarding an older loan for the Mogadiscio city 
water system. The USG has endeavored to be helpful to Somalia in other 
ways, principally through our contributions to United Nations activities, 
including contributions to World Food Program projects in Somalia. 


Market for U.S. Products: 


Somalia bought about $5,000,000 of U.S. goods in 1972, up slightly from 
preceding years. This was about 6.5% of total imports. Machinery parts 
and pharmaceuticals were the main categories. U.S. exporters to Somalia 
face some difficulties, including Somalia's reduced duties on certain 
imports from Common Market countries, which put U.S. products at a dis- 
advantage in price. Generally speaking, Somalia's distance from the U.S., 
low demand for sophisticated products, and strong competition from 
countries with price or transport advantages permit only very limited 
possibilities for American exports. There are exceptions, however, such 
as aircraft. 


Prospects for U.S. Investment: 


Apart from oil exploration, prospects for U.S. investment in Somalia are 
not bright at present. Somalia's policy of scientific socialism in 
practice tends to discourage foreign private investment. However, foreign 
business plays a role in the ownership and management of several enter- 
prises, mainly food processing plants. A few other opportunities may 
develop, albeit on a small scale. 
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